NORTH DICKINSON COUNTY
S5CHOOL DISTRICT

REPORT ON FINANCIAL STATEMENTS
(el additionad inlormation)

For the Yowr Ended June 30, 2008



ANDERSON, TACKMAN
& COMPANY, PL.C,
CEIETIFET PO DT ACCOLIM AN

——
F  \ 9
F a \

NORTII DICKINSON COUNTY SCHOOL DISTRICT

TARLE OF CONTENTS

INAPendent AUUITOIS" REPUI v imsr s e s e e e asmenss e s e s e

Management's Discuwssion ard Analvsis o i e e e e

Basic Financial Statoinents

District — Wide Financial Statements

IRt O T BT B SR ER L e et e e e e et e e et

R [ | T LR e LA Lt | TSRS

Fund Financial Staterments

Balance Sheel — Governmental Funds o e e et rraer e

Rueconciliation of the Balmee Sheet of Governmenta|
Funds 1o the Slatement of Net Assels

Statement of Revenues, Expenditures and Changes in Fund

Balancs - Governmiental Funicds et rrsisemim s ines s vrmee e rerrs et e rres e ser s e rensans e anr s

Reconciliation of the Statement of Revenues, Expenditures and
Changes in Fund Balunces of Governmemal Funds

o3 LT o s T 1 AN e N =3 T O SURRUTUUPRR

Fiduciary Fund
Statement of Fiduciary Net Assels

| L =R RN Pt U b LI o o b L RSO TRV SUR U

Required Supplemaental Infiermation

Budgelary Comparisen Schedule — General Tund.. e

Cther Supplemental [Information

Combirimyg Balanee Sheet — Nonmajor Governmental Funds. e

Caombining Statement of Revenues, Expenditures and Changes in Fund

Balances — Monmajor Governmental Funds. ..

Report on Intemal Control Over Financial Reporting and on Compiianee and
Other Matters Bascd on an Audit of Financial Statements Pertormed in

Accordance with Governsren? Auditing Standards oo

Sehedule ol Findings and BesPomaes. e ierers s inen s snss s ieesss s ssseens st naeesnrs oot

|-+

Page

o34

. 5-13

................... 14

L5

................... 16

................... 1%

L2123

3

- 39

.o 4041

~A2-46




241 E. HUGHITT, RO 00X 820 IRON MOUNTAIRE RMICIHNGAN 49801 (906) 774-2300

T I T T T B L R Y S Ty

st e Rl
A deren DA

| T R

Slealbe Timpran g5 Mo, Seshon
IR e LR Arviengne e al el e
[ T T R T TH

INDEFENENT AUDITORS REPOIRT

Tothe Board of Lducation
Moarth Dickinson Couwnty Schwool 1istricy
Feleh, hiclugan

We lave andited the aceompany ing financial statements of the poventmental ackivities. gach majar fund,
and the aggregale remaining tund information of the Nonth Dickinson County School District
(st pas of and for the year ended Jane 300 2008, which collectively comprise the Disirici®s basic
Hnancial statements as listed inthe table of contents, These financial stateonents ave the responsibility of
the District's Board of Educatiom anil management. Owr responsibitity is Lo express an opinion on these
Tmancial statements bascd on vuy auwdit.

We conducted our awdit in accardance with auditing siandards venervally accepicd i 1he United States of
America and 1he standards applicable to financial audits conlained in Govermarent Auditing Standards,
issued by the Compuraller General of the Unded States, Uhose standards regjuice that we plan and
perform the audit 1o oliain reasonable assuance about whether the fimancial statements are free of
material mizsstatenent, Anandit includes exantining, ou a lest basis. cvidence suporting the wnounis
and disclosures in the fnanciad statements. An audit also includes assessing the accowsting principles
used sk significant estinuates made by the 1suicr's Ruaed of Bducation and management. as well as

vviluating the overall fuaneial stutement presentation. We believe that our audit provides a reasunabie
basis fur our opinions.

[y cne opinion. the fiancial statements refemred o above presene Gairly, o all maderial respects, the
respective Fmaucial pasition of the governmental activities, each major fund, and the agpresas
remaiting fund informstion of the North Dickinson County Schoat District as of June 30, 2008, and (he
respeclive changes i financial position and cash {lows, where applicable, theveof for 1he yeur then
erled. in conlormity witly sceounting principles generally acvepted in the United States ol Ainerica.
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lin accordance with Government Anditing Stardards, we have also issued our report dated October 22,
2008, on our consideration of the Idstricts internal eontrol over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grants agreements and other
matters. The purpose of thal ceport 15 w0 desenbe the scope of our testing ol internal contrel gver
financial reposting and compliance and the resubts of that testing. and not 10 provide an apinian on the
internal control over financial reporting or on compliance. That repart is an intearal part of an audit

performed in accordance with Government Anditing Stancdards and should be comsidered in assessing the
results of our awdit.

The Management's Liscussion and Analyvsis and the vequired supplomental information identified in the
table of contents ace ol o required part of the basic financial statements but s supplementary
information regquired by aceounting principles penerally accepied in the United States of America, We
bave applicd certain limited procedures, which consisted principalty of inquiries of management
regarding the methods of measurement and presentation of the supplemenial inlormation. However, we
i ot awdit the information and express no opinian o it

Our audil was conducted for the purpose of forming opinions on the financial staicments that
collectively comprise the District’s basic financial statements, The accompanying combining and
individual nonmajor fund Ninancial stalements are presented Tor purposes of add itinnal analysis, and are
not & required part of the hasic {inancial stalements. The combining and individual nonmajor {und
limancial siatcments have been subjected 1o the auditing procedures applied in the audit of the basic

financial stalements and, in our opinion, are faivky stated in all material respects in relation w the basic
[inameial statements taken as a whole.
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ANDURSON, TACKMAN & COMPANY, PLC
Certilied Public Accountants

lron Mountain, Michigan
Oclober 22, 2008



North Dickinson County School Lhstrict
Management Discussion and Analysis
(Unaudited)

For the Fisca! Year Ended June 30, 2008

North Dickinson County School District’s Management Discussion and Analysis is intended to assist the
reader 1o focus on significant fimancial issucs, provide an overview of the District’s financial activity, and
identity chanpes in the District’s financial position including its ability 10 address (he next and subsequent
yesrs’ challenges. It also identifies any material deviations from the financial plan and identifies individual
fund issucs or concerns. This is a requirement of the Governmental Accounting Standards Board Statement
MNe. 34 {GASB 34) “Basic Financial Statements — and Management’s Discussion and Analysis — for State and
Local Governments™ and is intended 0 provide the financial results for the fiscal year ending June 34, 2008,

Manggentent’s Discussion and Analysis (MD&A)
{(Required Supplemental Inlormation)

Basic Financial Stalements

Districe-Wide Financial Staremenis Fund Financial Statements
Motes to the Basic Financial Stalcments

(Required Supplemental Information)
{other than MD& A expanded)

As mentioned, GASB 34 requires the presentation of (wo basic types of financial statements: District-Wide
Financial Statements and Fund Financial Statements.

District-Wide Financial Siatcmcents

The District-Wide Tinancial Statements provide a perspective of the District as a whole, These financial
statements use (he full accrual basis of accounting similar (o private sector companies. There are two District-
Wide Financial Stalements: the Statement of Net Assets and the Statement of Activities.

‘The Statement of Net Assets combines and consolidates governmental funds: current [inancial resources

{(short-term available resources) with capital asscls and long-term obligations, regardless of their current
availability.

Consistenl with the full accrual basis method of accounting, the Statement of Activities aceounts for curment
year revernes and expenses repardless of when cash is received or paid. The intent of this statement is to
summarize and simplify the user’s analysis of the costs of various District services.



MNorth Dickingon County School District
Managemenlt Discussion and Analysis
(Unaudired)

For the Fiscal Year Ended June 30, 2008

Fund Financial Statements

The Fund Financizl Statements are similar to financial presentations of years past, but the new focus is on the
District’s Major Funds rather than fund Lypes as in the past. ‘The two Aecount Groups: General Fixed Assets
and General Long-Term Debt are no longer reported. Consistent with previous years, the find statements arc
reported using the modified accrual method of accounts. Under this basis of accounlting, revenues are recorded
when received, except when they arc measurable and available and therefore represent resources that may be
appropriated.  Expenditures are accounted for in the peried those goods and services are used in school
programs. In addition, capital asset purchases are cxpensed and not recorded as an asset. Debt payments are
recorded as expenditures in the current vear, and future debt obligations are not recorded.

Fund 1ypes include the General Fund, School Service Fund, Debl Retirement Fund, Capital Projects Funds and
Fiduciary Fund. The General Fund is used primarily to account for the general education requirements of the
District.  Iis revenmes are derived from property taxes, state and federal distributions and grants, and other
intergovertimental revenues. The School Service Fund is comprised of Athletic Activities and Food Service.
The Debt Retirement Fund is used to record the funding and payment of principal and interest on bonded deht,
The Capital Projects Fund is used to account for financial resources (o be used for the acquisition,
construction, or improvements of major capital lacilities. ‘The Fiduciary Funds account for asscts held by the
District in g truste capacily, or as an agent for various student groups and related activities.



Morth Dickinson County School District
Management Discussion and Analysis
{Unaudited)

For the Fiscal Year Ended June 30, 2008

Financial Analysis of the District as a Whole

Summary of Nt Asscts

June 30, 2008 Jung 30, 2007
Asscts:
Current assets 5 826,402 5 1,101,878
Net capital assets 4,156,525 3933816
Total assets 4 982 927 5035854
Liabilities:
Current liabilities 639,550 £69 003
Long term liahilitias 674,067 916,751
Total Habilities 1,313,626 __ 1,585754
Net Assets:
Invesied in capital assets, net of related debyt 3,289,045 2,841,518
Restricted for capital projects 11,498 232,398
Restricted for delv service 3p3,810 402 472
Unrestricted . 4.944 (26.948)
Total net assets 3,669,301 3,449 040
Total Net Assets and Liabilities S 44982927 X 5035694

‘The School Listrict’s net assets were $3,669 301 at Junc 30, 2008, compared 1o $3,445,940 at June 30, 2007,
Total net assets can be separated into Tour categories: invested in capital assets, net of reiated debl, restricted
assets for capital projects, restricted assets for debt service, and unresiricted assets.

Net capital assets are a combination of funds available [or capital assets less accumulated depreciation and
related debt. The ariginal cost of capital assets was 57,798 846 at June 30, 2008, and 57,360,757 at June 30,
2007. The accumulated depreciation is the accumulation of depreciation expense since acquisition. In
accordance with Generally Accepted Accounting Principles (GAAP), depreciation expense is recorded on the
original cost of the asset, less any estimated salvage valuc, cxpensed over the estimated use life of the assess.
Total accunwlated depreciation was $3,642,321 at June 30, 2008, and $3,426,941 at June 30, 2007, Total debt
related (o capital assets was 5867 476 at June 30, 2008, and 51,092,298 at June 30, 2007,



MNorth Dickinson County School District
Management Discussion and Analysis
{Unaudited)

For the Fiscal Year IEnded June 30, 2008

Restricted assets for debt are funds, by their nature, restrcted for use by laws or regulations by the State of
Michigan. These funds totaled 5375,308 at June 30, 2008, compared to $635,370 at June 30, 2007,

The remaining balatce in unrestricled assets represents an excess balance of 34,944 at June 30, 2008, and a
deficnt balance of 5(26,948) ar June 30, 2007,

The results of this year's operations lor the School District as a whole are reporied in the Statement of

Activities, A summary of the District-Wide results of operations for the years ended June 30, 2008 and June
30, 2007 is as follows:

Jurie 30, 2008 Tune 30, 2007
Program revenue
Charpes for services-local % 103,745 I 114 084
Operating grants - federal state local 9,282 2416 508
Total program revenue 3sso2y . 360,592
Crengral revenue
Propery taxes levied lor gencral operations 1,401,323 1,256,102
Property taxes levied (or debt service 134,653 277,340
State of Michipan aid, unrestricled 1,654,760 1,791,730
Other- [ederal, state and local L 35,283 _.. RO4R0
Total general revenue 3326019 1405652
Total revenue ___36R1046 3766244
FExpenses
Instruciion 1,674,566 1,810,501
Supporl services 1,240,019 1,252,106
School service 203 197 X17.758
Interest on long erm deht 38,523 47,731
Depreciation (unallocated) 215380 206327
Total expenses 3451 683 3,584,423
Increase in nel assets 219,361 171,821
Wet Assets July 1 3449 840 3278119
Met Assets June 30 5 3,669,301 b3 3,449 940




Morth Dickinson County School Diistrict
Management Dhscussion and Analysis
{LUInaudited)

FFor the Fiscal Year Ended June 30, 2008

GOVERNMENTAL FUNDS FINANCIAL HIGHLIGHTS

The overall condition of the governmental funds has increased duning June 30, 2008 and 2007, In the General
Fund, the cxcess of revenues over expenditures totaled $8,862 during fiscal year Junc 30, 2008 and $3,048

during fiscal year June 30, 2007, The primary factor that contributed to thiz was the controlling of
expenditires,

MAJOR GOVERNMENTAL FUNDS BUDGETING AND OPERATING HIGHLIGHTS

The District’s budgets are prepared according to Michigan law and are initiatly adopted pror to July 1 of each
year, before student enrollment counts are known. Therefore, it is expected that there will be changes between
the initial budget and suhsequent budgets, as actual enrollments are known. The mast significant fund

budgeted is the General Fund operations. The General Fund operating budget was amended four times during
fiscal year 2008,

General Fund Qperations

In the General Fund operations, the actual revenue for fiscal year Tune 30, 2008 was $3,078,588. This is above
the criginal budget of $3,018,356 and above the final budget of 53,086,341 - a vanance of .39%. The achal
expenditures of the general fund for fscal year June 30, 2008 operations were $2,965,394. This is above the
original budget of $2,917, 780 and above the inal budget of $2,554,838 - a vanance of 0.36%.

'I'he variances hetween the actual revenues and (he original and (inal revenue budgets are due primarily to the
following.

- Unexpected Genenal Fund revenue

‘The variances between the actual expenditures and the original and final expenditure budgets are due primarily
to the following,

- VWarious budget items not expendled



MNorth Dickingon County School Pristrict
Manapement Discussion and Analysis
{Unaudited}

For the Fiscal Year Ended Tune 30, 2008

GOVERNMENTAL FUND EXPENDITURES
Below 15 a summary of the governmental fund expenditures and their percentages as they relate to total

governmental funds:

Total Total

Expendilures Expenditures
June 30, 2008 Percentage June 30, 2007 Percentage

General Fund 3 2965394 T544% % 3,062,168 81.52%

Onher Funds 965,223 24.56% 594,244 18.48%

Total Expenditures  $ 3,930,617 100.00% § 3,756,412 100.00%
TOTAL REVENUES

Below is a summary of the governmental fund revenues and their percentages as they relate to governmentul
funds.

Total Total
Revenue Roevenuo
Junre 30, 2008 Percentage June 30, 2007 Percentage

State of Michigan Aid unrestricted 3 1,654,760 4495% % 1,791,730 44.49%
Prop laxes general operation 1,435,721 39.00% 1,256,102 3.19%
Operating grants federal state local 249,282 6.77% 240508 6.12%
Prop taxes debt retiremery 150,255 4. NR% 277,340 0.85%
Charges for services - local 103,745 2.87% 114,084 2,830
Other federal, state and local 35,283 2.32% 341,096 B.47%,
Total Revenues b 3.681.046 100.00% % 4.026,860 100.00%,
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North Dickinson County School District
Management Discussion and Analysis
{Unaudited)

For the Fiscal Year Ended June 30, 2008

Unrestricted State Aid

The Iistrict is predominately funded by State Aid based on a blended count tormula that the State of Michigan
utilizes. State revenues to the District have decreased as a result of decreased enrollment from the previous

three years. State aid membership was 382.49 for fiscal year June 30, 2008 and 387.97 for fiscal year June 30,
2007,

Property Taxes

The District levies 18.0 mills of propeny taxes on all Non-Homestead property located within the Disteiet for
General Fund operations, The levy is assessed on the taxable value of the property. The incrcase in taxable
valug is limited to the lesser of the inflation rate of the prior year or 5%. Wlicn a property is soid, the taxable

valuation of the sold property is readjusted 1o the Stale Equalized Value, which is approximately 50% of
market value.

The District levied 1.5 mitls of property taxes on all classes of propertly localed within the District for bonded

debt retirement. The levy is not subject to rollback provisions and is used to pay the principal and interest on
bond obligations.

The Distnict levied 2.0 mills of property taxes on all classes of property located within the District for sinking
fond purchases of the District.

Operating Grants Federal, State, and Local

The primary sources are the Federal Title One Program, the State funded Al Risk Program, and the Special
Education Obligation lunds required under the Headlee Amendment, State of Michigan kegislation. Both Title
One and At Risk Programs assist students whe are deemed to be at risk in (he instruction process. For the
2007-2008 fiscal year, the District has utilized $79,346 and $56,343 for the Title One and State At Risk

Programs. For fiscal year 2008 the State, under the Headlee amendment, is vbligated to remit to the District
S93.816.

ENROLLMENT

The District’s 2007-2008 fall enrallment Wtaled 374, This is a decrease of 10 students from the previous year.
North Dickinson County School District is located in Michigan's Upper Peninsula. The area is currently
expericneing an economic downturn. Some employers in the area have closed their doors, with others
reducing their labor force. As a result of this, families have moved out of the area. In addition the county is
experiencing a declining birth rate [rom previous vear,

11



North Dickinzon County School District
Management Discussion and Analysis
(Unandited)

Ior the Fiscal Year Ended June 30, 2008

Enrollment changes over the last ten years can be illusirated as follows:

(Deerease)

Fiscal Student in Student
Yeur Enrollment Enrollment
2008 374 {10}
2007 I24 3
2004 3l (%)
2005 390 (18)
2004 408 ¥
2003 408 (2)
2002 410 (15)
2001 425 {28)
2000 453 fli)
1999 464 (18}

1993 482

Student enroliment is important to the financial health of the District because state funditg is based on a per
pupil formula,

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

At the end of the fiscal year 2008, the District had $7,798,846 invested in land and building, furniture and
cquipment, vehicles and buses compared to $7,360,757 at June 30, 2007, Of this amount, 53,642,321 and
$3.426,941 has been depreciated at June 30, 2008 and June 30, 2007 respectivcly. Net book value totaled
34,137,826 at June 30, 2008, and $3,933,816 at June 30, 2007, Dueio budget constraints related to declining
enroilment and the State of Michigan financial status, the ability to maintain these buildings is becoming
mereasingly difficult. The District maintaing a 51,000 threshold for capitalization of assets.

12



Notih Dickinson County School Districy
Management Discussion and Analysis
{(Unaudited}

For the Fiscal Year Ended Junc 30, 2008

Ouistanding Debt at Year End

As of June 30, 2008 the Distriet had $827,0635 in bonds ontstanding, compared to $1,012,065 at June 30, 2007,
The District cellects bonded debt across the lota! property values. Therefore, tatal growth in valuation is an

important element in determining the District’s ability (e relire bonded debt and/or to incur additional bond
debt.

For more detailed information reparding capilal assets and debt administration, please review the Notes 1o the
Basic Financial Statements localed in the financial section of this report,

CONTACTING THE SCHOOL DISTRICT'S FINANCIAL MANAGEMENT

This report is designed 10 give an overview of the finaneial conditions of the North Dickinsen County School
District. For additional detailed financial information contact;

Mike Roell

Business Manager

North Dickinson County Schiool District
WHSES M-69

Felch, MI 49831

Otfice Telephone (908) 542-9281

Fax Telephone (906} 542-6950

13
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NORTH DICKINSON COUNTY SCHOOL DISTRICT

ARSETS:
Clurpent assets:
Cash and equivalents
Investments
Tventory
Dwie from other gavermments

Tolal corrent assels

MNoacument assels:
Capital assets
Accumulated depreciation

Total nongurrent assets
TOTAL ASSETS

LIARILITIES:

Crumemt Lighilities:
Aeccounts payable
Accrued mierest
Accried expenses
Mote pavable - staie
Motes payahle
Vested sick pay
Early retivement incentive
Bonds payable

Total current babilities
Nomewtenl labibitics:
Moy payable
Viested sick pay
Carly retirement imcentive
Bonds payable
Total noncurrent liabilities

TCTAL LIABILITIES

MET ASSETS:

STATEMENT OF NET ASSETS

June 30, 2008

Invested in capital assels, el of related debt

Kestricted far capital projecis
Restricted for debi service
Linteskricted

TOTAL NET ASRLETS

The accompanying notes o the financial stalements are an intepral part of this statement.

14

Govermmenial

Activities

£ 117935
EL S 1
4,085

JLLA3G

226,402

T8 G

13642321}
4,156,525

4,982,527

26,651
13,265
117,946
225,000
0,203
4660
1£,334

213,464

G349, 554

20,206
12,348
202916

613,597
674 087

1,313,426

3,289.049
11,495
363810
4,544

F3.600.301
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NORTH DICKINSON COUNTY SCHOOL DISTRICT

BALANCE SHEET
GOVERNMENTAL FUNDS

June 30, 2008
Sinking Bramnmajur Total
[Debt Fund Croverpmental CGovernmentul
General Servict 2255211 Funds Funils
ANRETS:
Cash and equivalents % &35z s . £ 30198 % 3,885 £ 117,635
Investments 20035 353,210 - - 362 3460
Inventory - - - d.083 d085
Dz from other funds 2435 - - 2438
Lug thoim other povemments 311,536 - - - 311,534
TOTAL ASSETS £ 426879 £ 363,810 § 30,108 £ 770 ¥ B8 A7
LIABILITIES:
Accounts pavable 3 7,951 5 - OEE.TO0 i - ¥ 26,681
Acerued expenses 117,944 - - - 117 546
L ro other funds - - - 2455 2455
Notes pavable 23 000 - - - 225 00
TOTAL LIABILLUTIES 350,927 - TE&. 00 2455 372,082
FUMD BALANCE ANLY
OTHER CREDITS:
Fund kalances:
Reserved - 3a3E10 114493 - 373,308
Unraserve:d
Undesignated 15432 - - 5513 g1.467
TOTAL FUND BALANCE AND
OTHER CREDITS T8 432 1a1310 11.49% 5314 436,775
TOTAL LIABILITIES, FUND
BALANCE AN OTHER B 426,879 363810 30,198 5 7T L S2R 8587

e aceompanying notes to the financial statements are an integral pan of this statement.

16
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NORTH DICKINSON COUNTY SCHQOL DISTRICT

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET ASSETS

Forthe Year Ended Tune 30, 2008

Tolal fund balances for governmental Tunds

Total net assets reported {or governmental actlivitics i the
statement of net assets is different because:

Capital asscls used 0 governmerntal activities are not
financial resources and therelore are not reported e the
lunds. Thase assets consist oft

Land and improvements
Equipment
Ruildings and improvements

Tidal sapital assels
Accurnalated depreciation

Met capital assets
Long-term  labilities  applicable  to  the  Districts
governmental activities are not due and payable in the
current period and accordingly are not reported as [und
liabilitics. Inlerest on long-term debt is not accrued in
governmenial funds, but rather is recopnized as an
cxpenditure when due. Al liabitities, both current and
long-tern, are reported in the statement of net assets,

Accrued interest on long-term debt
Bonds payable
Compensated abseuces - vested

Early retirement incentive
MNotes pavable

Tolal net assets of govermmental aclivities

} B5E555

1,149,573
5790718

7798, 840
(3,642,321

w0 (13,263)

(827.065)
(17,008}
{46,250}

_ {40.411)

FOA56.775

4,156,525

(943.999)

$ 3669301
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NORTH DICKINSON COUNTY SCHOOL DMSTRICT

STATEMENT OF REVENUES, EXPENDITURES AND

CHANGES IN FUND BALANCE
GOVERNMENTAL FUNDS

FFor the Year Ended June 30, 2008

Sinking Nommajor Total
Neht Fund CGovernomental  Governmental
Creneral Service n2nid Funds Funds
REVENLIES,
Local sources 51252041 346530 27311 h 105,369 85 1,769.424
Srate sources 1,648,961 - - L] L5654 759
Federal sources 127607 - - 79,327 2064934
TOTAL REVENLES 3028 659 P Rd 653 227311 143,494 1,031,017
EXPENDITIIRES:
Instcuction 1,687,751 - - - LGB7. 7S]
Supporiing serviges 1218003 - 448211 - 1,666,216
Dreby service - 223,815 - - 223,815
Schoal service - - - 203,196 243 194G
TOTAL EXPENDITURES 28005 754 223,815 445201 203 1496 3ET09TR
EXCESS (DEFICIENCY y OF
REVENLIES (WVER EXPEMDITIIRES 122,903 {39062y (2209007 (102,702} (139.861)
QOTHER FINAMCIMNG
SOURCES (USES);
Mher sources 7581 - - - 7381
Paviments received fram other
sovermental units 42,348 - - - 42 348
Transleys in - - - 104,332 Ln4.337
Chbier uses {47,746} - - - {47,746
Pavienls o other
Eovernmental units CLLBYEY - - - (11,5890
Transfers out (104,312 . - - (04,330
TOTAL OTHER FINANCING
SOURCES (1SES) (114040 - - 104,332 5. 70%)
EXCESS OF REVERUES ANID OTHER
FINAMCING SOURCES OVER
EXPENDITUEERS AND) OOTHER
FINAMCING 1)5ESR I (39,162 (2209000 1,434 (244,570
FUND BALANCE, 1Y ] G7.090) 402,972 232 5308 18RS 705,345
FUNWD BALANCIL, JUNLE 20 5 754851 F3H3 8510 t 11,498 5 5515% 5 456,775

The accompanying notes 1o the financial statements arc an integral parl of this statement.
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NORTH MCKINSON COUNTY SCIHTOGOL DPISTRICT

RECONCILIATION OF THE STATEMENT OF REYENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS

TOTHE STATEMENT OF ACTIVITIES
Far the Year Ended June 30, 2008

Met changes in fund balances - total povernmental funds

The change in net assets reported for governmental activities in
the statement of activities is different because:

CGovernmoental Tunds repart capilal outlavs as capenditutes, However, in
the statement of activitics the cost of those assets is capitalized and the
cost of those assels s allocated over their estimated useflul lives and
repanted as depreciation expense. This is the amount by which capial
oullay $43 8,089 exceeded depreciation expense ${215,380).

Bond and loan procecds are reperted as financing sowrees o governmental
Munds and thus contribute to the change in fund balance, [n the statement of
net asscts, however, issuing debt increases long-term liabilities and dogs
nol aflect the statement of activities. Similarly, repaymend of principal is
an expendinre in the governmental funds bot reduees the liability v the
slatemcnt of net assets.

Principal repayments:
Bonds 1 §5,000
Neites pavable 39,822

Under the modified accrual basts of aeeounting used in governmental
funds, expendilurez are nol recognized for transactions thal are not
normally paid with expendable available financial resowrces. In the
statement of activitics, however, which 15 presented on the acerual basis,
expenses and labilities are reported regardless of when financial resources
are available. In addition. interest on leng-term debt is not recopnized
under the madiled accrual basis of aceounting watil due, rather than as it

decrues, Fhis adjustment combines the following net changes:

Early retirement ohligation T 22,054
Compensated absences (976)
Accrued interest 292

Changes in net assets of governmental activities

¥ (249,570

222,719

224,822

21.400

5 219.35]
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NORTH DICKINSON COUNTY SCHOOL DISTRICT

STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUNDS

June 30, 2008

Agency
Fuind
Student
Activily
ALSLTS:
Cash and equivales T 28514
TOTAL ASSETS 28.614
LIABILITIES:
Dug 1o student groups -
TOTAL LIABILITIES -
NET ASSETS: 0 28014

The accompanying notes to the financial statements are an inlegral part of this siatement.
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NORTH DICKINSON COUNTY SCHOOL DISTRICT

’ NOTES TO FINANCIAL STATEMENTS
Tar the Y ear Ended June 30, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING FOLICIES

’ The acemmpanying basic financial statemenus of the North Dickinson County School District {“District™)
have been prepared in conformity with accounting principles generally aceepted in the United States of
Ancrica (GAAD) as applied to povernment units, as prescribed by the Governmental Accounting
Standards Board (GASRY GASE s the accepted standard-setting body for establishing governmental
accounting and financial reporting principles. The significant accounting principles and policies utilized
b the District are described helow,

I June 1999 the GASDE issued Statement No, 34, Basic Meaoaciod Stetements and Management's
Discassion and Anafisis for State and Loeal Goverpments, Some of the sienificant changes in the
statetnent include the following:

An Administralion’s Diseussion and Analysis section providing an analysis ot the Districts overall
Mnancial position and results of operations.

Financial stalements prepared vsing (ull accrual accounting For ald the District™s activitics.
A change in the {und financial statements to focos on e major funds.

These and ather changes are reflected in the accompanying financial statements {inchuling notes to
financial statements), The District has elected 1o unplenent the provisions of the Statement.

AL Reporting Entily

all potential component units. The decision to include a petential compouest unit n the reporting
entily was wade by applying the eriteoiaset torth in GASR Statement #14, The Financlul Reporting
Facine and as amended by GASH Swatement #34,

] [ evalualing luny 1o define the istrit, for financial reporting purposes, inanagement has considered

The criteria established by the Governmental Aceowiting, Standards Board for determinmg the
] various govermental organizations to be included w the reporting entity's Nnangiul statemenis

inciude budpet adoption, taxing authority, funding, appointment of tha respective goveming oard.
and scone of public sceviee.

Based on the foremeing criteria, ithas been determined that there are e compongnl units of the Monh
‘ Dickinson County School District,
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NORTH HCKINSON COUNTY SCHOOL IMSTRICT

NOTESTO FINANCIAL STATEMENTS
For the Year Ended June 30, 2008
{Comtinuedy

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {(Continued)

B

Basic Financial Statements - Governmeni-Wide Statements

The THstrict™s basic {inancial statements include bath government-wide {reporting the Thisurict as 4
whale) and tund financial statcments (reporting the District’s major funds). The govemment-wide
{inancial statements caleporize primary activitics as either governmental or husiness type. Allofthe
L¥striet's activities are classificd as governmental activities except for fiduciary activilies.

T the povernment-wide Statwinent of Net Assets, bath the govemmenial aclivities column (a) is
presented on a conselidated basis, (b) and is reported on a full acerval, coonomic resource basis,
which recosnizes all long-1erm asscis and receivables as well as long-term debt and abligations. The
Mistrict’s net assets are reported in three parls — invested In capital assets, nel of related debt;
cestricted net assety; wod wrestnicted net assets.

The Dstrict {iest utilizes restricted vesources to finanee gualitying activilies.

The goverment-wide Statement of Activitics reports both the pross and net cost of cach of the
District’s functions, The tunctions are also supparted by gencral government revenues {prapery
taxes, cerain intergovermmental revenues, lines, permits and charges, ete). Fhe Slatement ol
Activitios reduces gross expenses (including depreciation) by related program revenues, operating,
and capital grants. Progeam revenues must be direetly asseciated with the function. Operatmg prants
include operating-specific and discretionary (either operating or capital} grants.

The net costs {by function) are normally covered by peneral revenue {property tuxes, slate sources
and federal sources, nterest income, cte

The District does not allocate indireet costs. In creating the govermment-wite financial statements
the District has eliminated inlerfund transactions.

The puvernment-wide focus is on the sustainability of the Thisteict as an entity and the change i the
District’s net assets resulting [rom the current year's activities,

Basiz_Finaneinl Statements — Fund Financial Staiements

I'he accounts of the District are organized onthe basis of funds and aceount groups, each of which is
considered a separale accounting entiiy.  The operations of cach fund are accounted for with a
separate sct of self-halancing aceounts that comprise its assets, liabilities, fund balance, revenue and
gxpenditures. Government resources are allocated (o and wecounted for in individual funds based
upan the purposes for which they are 10 be spent mud the means by which spending wetivitivs awe
conteolled. The various funds are grouped inte generic fund types in two broad fund calepories as
follows:
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RORTH DICKINSON COUNTY SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS
IFar the ¥ear BEnded Tune 30, 2008
{Crmtinued)
NUOTE 1-5UMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Comntinued)

C. Basic Finaneial Staternents — Fund Financial Statements { Continued)

Livvernmental Funds - (fovernmental funds are used to aceount for the acquisition, use and balances
af expendable financial resources and the related current liabilitics, except for those accuunted for in
Mieduciary Tunds, Governmental fund types use the Tow of current financial resources measurement
focus and the modilied accrual basis of accounting,

General Fund - The General Fund is the primary aperating fund of the District. Tt is used to
account for all financial transactions of the District, except those required teo be aceomnted for in
other Tunds,

Speciul Bevenue Funds - Special Revenue Funds are used o account for the proceeds of
speeilic revenue sources {other than expendable trusts or capital projects) that are begally
restricted (o expenditures forspecificd purpeses, The District uses the Special Revenoe Fund 1o
acgount for the Nonth Dickinson County School District’s activily.

Debt Service Funds — el Serviee Fonds are used to aeeount Tor the accumulation of resources
for, aid the payment of, general kma-term debt principal. interest, and relaled costs.

Capital Project Funds — Capital Project Funds are used to account e the acguisition or
canstruction of major capital Tacibities (othee than thase financed By proprigtary Tunds),

capacity or as an agent on behalf of others.  Trust funds accoun for assets held by the
rovertunent under the lerms of a formal trust agreement.

Ageney Fund - The ageney fund is custadial In nature and dees not preseit vesulbts of
operalions or hove a medsurement foeus,  Agency tunds are accounted for using the
madificd pecrual asis of aceounting, This fund iy used 0 account for assets that the
movveriiment helds Tor eihers inan ageney capagity (primarily student activities).

Account Groups - Account groups ace wied 10 establish accounting vuntrol and accowmtability
for the MHstriet's general fixed assets and long-term obligations. The fellowing are the District's
account groups:

Ueneral Fixed_Asgsets — This proup of accounts was cstablished o account for all peneral
Fined assets of the Eismict,

Creneral Long-Verm Obligations - This group of secounts has been established to aceount
tor unmatured peneral long-term obligations and certain other Babilinies ol the [Hstrict not
expected 1o be liquidated through the use ol available expendable financial résoureey,
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NORTH IMCKINSON COUNTY SCHOOL DISTRICT

NOTES TO FINAMCIAL STATEMENTS
For the Y ear Faded June 30, 2008
{Continued)

NOTE 1 - SUMMARY OF SIGNTFICANT ACCOUNTING POLICIES {Comtinued)

L.

Measurement Focos and Basis of Accounting

Basis of accounting refers to wien revenues and cxpenditures or expenses arg recoanized in the
accounts and reported in the financial statements. Dasis of accounting relates 1o the tuning ol the
measurcments made regardless of the measurement focus. The goveramental-wide staleiment uses
the economis resources measurement focus.

Averual

Governmental activily in the governmant-wide lnancial statements are presented on the aeerual

Basis of accounting, Revenues are recognized when earned and expenscs are recognized when
incurrod.

Madificd Accrual

The governmental funds tinancial statements are presented an the madified accrual basis of
accounting, Under the modified acerual basis ol accounting, revenues are recognized when they
become both measuralile and available {susceptible to accrual). "Measwrable” means the amount
of the transaction can e determined. and "available™ means collectible within the current periad
or son snawgh thergafler o pay Habilities ol the current period. The District considers propeny
taxes as available if ey are collected within a0 dayvs afier the year end. A one year period is
used for revenue recognition for all sher govenmmental fund revenues, Those revenues prone to
accrual are properly laxes, lederal aid, interest-revenue, and charges {or services,

The District reparts deferred revenne o its povernmental fued balance shest, Delerred
revenues arise when a potential revenue does not mect both the “meazurabic™ and “avalable”™
criteria tor recognition by the District before it has a lepal claim to them, as when geoant monics
are received prior 1o the incurrence of qualifving expenditures. In subsequent periods, when
both revenue recognition criteria are met. or when the government has a legal claim ta the
resourees, the liability for deferred revenue is remaved from the combined balanee sheet and
reveEnu: iy neeopnized,
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NORTH RICKINSON COUNTY SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS
For the ¥ear Ended Tune 30, 2008
{Continued)

NOTE 1 - SUMMARY OQF SIGNIFICANT ACCOUNTING FOLICIES {Continued)

0. Measuremeni [Focus and Basis of Accounting {Continued)

State Foundation Revenue - For the fiscal vear eoded June 34, 2003, the Stale of Michigan adopted a
foundation grant approach which provides for a specific annual amount of revenue per student based
on a state wide formula. ln provious vears, the state utilized a district powsr equalizing approach,
The Ioundation is funded from state and local sources. Revenucs [rom stals sources are primarily
poverned by the School Aid Act and the School Code of Michigan, The Michizan Department of
Education administers the allocation of state funds to school districts based an infennation supplisd
by the districts. Tor the year ended Tune 30, 2008, the foundation allewanee was based on the
average of pupil membership counts taken in Felwuary and September of 2007,

Cxpenditurzs and related Yabilitics are recognized when abligations are meurrcd as a resull of the
receipt of poods and scrvices. Modifications include:

Principal and interest on general long-term debt are recorded as fund Tabilities when due, or
whien amounts have been accumulated in the debt service fund for pavments of prineipal and
inlerest o be made early in the following year,

Cash and Lquivalents

The District’s cash and cash equivalents are considered to be cash on hand, demand deposits and
shorl-term invesiments with original maturities of three months or less from date ofacquisition. Cash
and equivalent balances for individual funds are pooled unless maintained in scorcgated accounts,

Iterfund Balauces and Trans{ers

The current portion of lending/borrowing arrangements beltween funds are identified as " duc to/fiom
ather funds™, The non-current portion of cutstanding bilances between [unds are reported as
Tadvances 1ffrom other fumds”. Advanees botween Tunds are offsel by a fund balance reserve

aceount to mdicate that they are not available for appropriation and are not expendable available
{inancial resoures,

Transfors represent a Mow of assets withowt eguivalent Mows af asscts in return or a requircment lor
repayment.

Inventoriegs and Prepaid ltems

Inventories are valued at the lower of cost (first-in, first-out) or market. Inventorics in the Special
Revenue Fund consisting of cxpendable supplies held for consumgtion, ave recorded as expenditurgs
when consumed rather than when purchased. Inventories for commmaodities are recorded as revenue

when wtilized, Cortain payments 1o vendors refleet costs applicable o Tuture accounting periods and
are recorded as prepaid items.
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NORTH IMMOCKINSON COUNTY SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS
IFor the Year Ended Iupe 30, 2008
(Cantinued)

NOTE 1 - SUNMMARY OF SIGNIFRHCANT ACCOUNTING POLICIES (Continued}

Il

Capital Assets

Capitad assels purchased or acquired are capitalized at historical cost or estimated historical cost,
Denated lxed assets are valued al their estimated fair market value on the date received.

The costs of normal maintenance and repaics that do not add io the value of the asset or materially
extend assel livey are not capitalized.  Improvements arc capitabized and depreciated over the
remnaining wsell lives of the related Nxed assats,

Depreciation an all wssels is provided on the straight-line basis over the cstimated usaful Bves as
lollows:

Buildings and additions 20-50 vears
Buses and other vehiches

3-10 years
Frrniture and other cquipment

5-20 years
The District has adonted a capitalization policy of $1,0400,

Long-Term Dehi

Long-term debt iz recopmized as a liability of a povernmental fund when doe or wlen resourees have
been accumulated in the delt service fund for pavinent carly in the following vear. For other lang-
term oblipations, only that porion expectad 10 be financed from expendable avallable Onaeiul
resourees s reportad as a fund Nabilily of a governmental fund. The remaining portion of sueh
olligations is reported in the general long-term debt accound graup.

Compensaled Absenves

Amawnts representing accumelated vacation and persenal leave expected o be liguidated with
expenduble aviilable financial resoures are reported as an expenditure and a fund Tiability of the
parvernment fuand that well pay it

Property Taxes

Properly taxes levied by the Instricl are collected by various municipalities and periodically remitted
o the Dristrict, "The taxes are levied as of December 1 and are due upon receipt of the billing by the
txpayer and becme a Hen on the first day of the levy year, The actual due dates arc February 14,
after which tene the bills become delinguent and penalties and inlerest may be assessed by the
collecting entity. Schonl Ristdict property 1ax revenues are recaimizcd as revenue when levied to the
gxient they result in current receivables (collected within sixty days after year ond),

Amaunts
received subsequent o Auwgrust 31 are recopnized as revenue when collected.
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NORTII DICKINSON COUNTY SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2008
(Continued)

NOTE 1 -5UMMARY OF SIGNIFICANT ACCOUNTING POLICIES {(Continuad)

k..

b

.

Property Taxes (Continued)

The District, along with certain other governmental units, is permited By the Constitution of the State
of Michigan of 1963 to levy combined taxes up 1o $50 pur S1,000 of assesied valuation for gencral
apvernmental services other than the payment of Debn Service Fund expenses 1T approved by a
majotity af the electors. The District must include certain tax levies of other governmuemtal unity
iccated withinihe Misiricw primarily the county. when determining the maximeom millage of $50 per
F1.000 of assessed valuation. For the yvear ended June 30, 2008, the [hstoict bevied the Tollowing
amaunts per 31,000 of assessed valuation:

Fund Mills

{General Fund - Xon-1lomestead 18.0
[kt Retirgment 1.5
Sinking Tund 2.

Lnemiplavment Insurance

The District redmburses the Bichigan Emplovment Security Commissian (MESCY Tov the actoal
amoutit of unemploviment benefilts disbursed by the MESC on belall of the Listrict. Billings
received fnr amounts paid by the MESC through June 30 are acerued,

Fund Balance

The unreserved lund balances for governmental funds represent the ainount available for bhudgeting
future operations. The reserved fund bslances or governmental funds represent the aimount that hay
beon legally identified for specific purposes or indicates that a component of net current assets does
nol constitute "available spendable resourees”. Tesignated fund balances represents amounis sel
aside by the poverning body fur specifie purposes such as capital inprovements.

Budpets

Budgets are adapted on a basis consistent with accounting principles pencrally aceepted inthe United
States of Americt. Annual appropriated bodgetls ave adopted for the general and special revenus
funds. Al annual appropriations lapse at fiscal vear end, The District follows these procedures in
establishing the budgetary date reflected i the financial statcimonts;

I, The Superintendent submits o the School Board a proposcd operating budget for the fiscal
vear commencing on fuly 1%, The aperating budget includes proposed expendinres and the
means of financing them. 'The level of contral for the hudaet is at the functional levet as set
forth in the combined statement of tevenues, expenditures and changes in fund balances -
budget and actual - all governmental fund types,
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NORTH DICKINSON COUNTY SCHOOL DISTRICT

NOTES TO FINANCIAL STATENMENTS
For the Year Ended June 30, 2008
(Continued)

NOTE |- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

N. Budgeis (Cuntinued)
2. Public hearings are conducted to obtain taxpayer comments.

3. Priorto July 17, the budget is legally adopted by School Beard resolution pursuant to the
Uniform Budgeting and Accounting Act {P.A. 621 of 1978). The Act requires that Use
budget be amended prior to the end of the fiscal vear when necessary o adjust
appropriations if it appears that rovenues and other financing sowees will be bess than
amicipated, or so that cxpenditires will not be in excess of original estimates.

lixpenditures shall not be made ar incurred unless authorized in the budget, or in cxcess of

the amount appropriated. Any expenditures in violation of the budpeting act are disclosed
a5 unfavorable variances on the combined statement of revenues, expendiures and changes
in fund balances - budget and actual (GA AP basis) - all governmental fund types.

4. The Superintendent is authorized to transfer budeeted amounts between major expenditure

funetions within any tund: however, these translers and any revisions that alier the total
expenditures of any fund must be approved by the School Board.

5. Formal budgetary integration is employed as a management contral device during the year
for the geacral fund.

6. The budget as presented, has been amended, Supplemental appropriations were made
during the vear with the last one approved priar (o June 30th.

The budget for the year ended June 30, 2008 was adopied on June 11, 2007 and formally amended on
January 14, 2008 June 9, 2008, and July 14, 2008

A comparison of actual results of aperations to the budgeted amounts (at the level of controd adoped
by the Board of Education) for the General Fund is presented as Required Supplemental Information,

NOTE 2 - CASH AND INVESTHMENTS

Cash and Fruivalents

The Dhistrict’s cash and equivalents, as reported m (he Statement of Net Asscts, consisted of the

fullowing:
Money inarket accownts 3 30,198
Checking accounts 37N

TOTAL SLIT9A%
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NOBRTH DICKINSON COUNTY SCHOOL DISTRICT

NOTIES TO FINANCIAL STATEMENTS
For the Yeoar Ended June 30, 2008
{Continued}

NOTE 2 - CASH AND INVESTMENTS {Continued)

Cash and Equivalents {Continucd)

Custodial Credic Risk, Custodial credit risk is the risk that in the event of 3 bank failure, the District’s
deposits may not be returned.  Stale law does not require and the District does not have a policy for

deposit custodial credit risk. As of Junc 30, 2008, the District had cash and equivalents which were
uitinsured and uncollateralized in the amaount of $52.5835,

Investments

The District’s investments, as reported in the Statement of Net Assets, consisted of the following:
Michigan Liguid Asset Fund (MILAF) 83192846

Michigan statules authorize the District 1o invest in bonds, other direct obligations and reputchase
apreements of the Uiniled States, certificates af deposits, savings accounts, deposit accounts ot receipts of
a bank which is 2 member of the FDIC, commercial paper raled at the time pt purchase within the two
hizhest classifications cstabhished by not kess than two standard rating services and matures within 274
davs of date of purchase, bankers’ acoeplances of United States hanks, obligations of the Sale of
Michiran and its political subdivisions, cxlernal investiment pools, and certain mutual funds,

Invesimenis are recorded at Tair market value, which is based on quoted market prices.

Imterest Kate Risk. Intercst rate risk is the nisk that changes in interest rates will adversely aifect the fair
value of the District’s investments. The Distriet's investment policy does not have specific limils in
excess of sate law on investment matarilies as 2 means of managing its exposure ta fair valoe losses
arising fromn increasing interest rates. The DHsirict's investments are with the Michigan Liguid Assel
Fund {(MILAF} which consists of differend funds meluding mutual Teods with a hieh degree of liguidity,
thus the Lhsirict™s investmenis are not subjeet 1o nteves tale risk,
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NORTLH DICKINSON COUNTY SCHOOL DISTRICT

MOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2008
(Continued)

NOTE 3 - INTERFUND BALANCES AND TRANSFERS

Interfund receivables and payables for the year ended June 30, 2008 are as follows:

Interfund Interfund
Fund Receivable Fund Payable
General § 2,455 Nonmajor Governmental %2455

Interfund transters for the year ended June 30, 2008 are as follows:

Transfers Translers
Fund _In Fund S S
Monmajor Governmental Fi04,332 General $104,332

NOTE 4 - CAPITAL ASSETS

A summary of changes in capital assets for the year ended June 30, 2008 follows:

Balance EBalance

Tuly 1, 2007 Additions Dielelions June 30, 2008
Land b 30,700 3 - 5 - % 301,700
Land improvemnents 556,855 - - 556 855
Buildings and improvemenis 5437000 353,718 - 5,790,718
Equipment 1,065,202 54,371 - 1,149,573
TOTALS 7,360,757 $ 438,080 b - 7,798, 846
Accumuiated Depreciation (3,420,941)  §i215380) % - (3.642,321)
Net Fixed Asels S 39331816 $ 4,156,525

Depreciation for the year ended June 30, 2008, amounted to $215,380. The District determined that it

was impractical to allocate depreciation 1o varous governmental activities as the assets serve multiple
functions.
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NORTH DICKINSON COUNTY SCHOO, NSTRICT

NOTES TO FINANCIAL STATEMENTS
For the Year Ended func 30, 2008
{Conlinued)

NOTE § - LONG-TERM OBLICATIONS

During the year ended Junc 30, 2008, the following changes occurrad in long-term obligations:

Amounts
Balance Balance Duc Within
July 1, 2007 Additions Deletions  June 30, 2008 One Year
General Obligation:
Bonds }i012065 3 - H18500m 0§ 827085 $213.468
Notes Payablc 0,233 - (39,522} 40,411 20,205
Employee Benelits:
Teachers Early Retivement 68,334 - {22,084) 46,250 18,334
Sick Pay 16,032 76 - 17,008 2,784
TOTALS $1,176.664 % 976 §(246,506) B 930,734 §$254,791
NOTE 6 - BONDS AND NOTES PAYAEBLE
Long-ierm obligations al June 30, 2008 is comprised of the following amounts:
1. 1999 Schoel Building Bonds due in annual installments of $92,118 te
F2235.015 through May 1, 2011 with interest at 4.75% to 5.0% 595 000
2. 1998 Durant Bonds ue in annual installments of 53,813 to $17,996 through
May 15, 2013, with intcrest al 4.0% 32,0685
‘The annual State of Michigan approprialion is the only revenue source for
making the annual payments on the Durant Bonds, The District is under no
obligation to make the annual payment in any year the legislature fails to
appropriate the proper amount of finds,
3. 2008 School Building and Site Bonds dug Jane 12, 2022 200,000
4. Noie payahle for bus $20,205 annually with interest at 4.69% 40411
3. Vested accurnulated sick pay 17,008
6. Tarly retitement obiigation 46,250
TOTAL LONG-TERM OBLIGATIONS $930,734
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NORTH DICKINSON COUNTY SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS
For the Year Endcd June 30, 2008

NOTE 6 - BONDS AND NOTES PAYABLE (Continued)

The annual requirements to amortize long-term obligations outstanding as of June 30, 2008 are as
follows: ]
Year Ended Bond lssues Motes Fayable Sick

June 30 Principal Interest Principal [nterest Leave ERI Total

200%  §F 213468 336,904 520,205 1,421 340660 518333 B284,901

2010 203,166 20,647 20,206 474 . 17,500 261,993
201 203.316 10,497 . - - 9,167 222,980

2012 3475 339 . - - 1,250 5,064
2013-2017 3,640 173 12,348 . 16,587
2018-2022 200,000 - . - - 200,000
TOTALS 827,065 68,560 40,411 1,895 S17.008  $46250  § 1001615

r—— s —r-TeTE—T

Interest expense for the year ended Jung 30, 2008 was $41,581.

NOTE 7 - FUND BALANCES

Portions of fund balances are reserved or designated and not available for general pumoses other than
fund usage as follows:

Reserved

Designated
Capital Project £ 11,495
Dbt Service 363,510
TOTAL $375,308

NOTE 8 - EMPLOYEE RETIREMENT SYSTEM - DEFINED BENEFIT PLAN

Plan Description — The Schoo! Distrct participates in the Michigan Public School Fruployees
Retirement System (MPSERS), a statewide, cost-sharing, multiple-emplover, defined benefit public
emplovee retirement system governed by the State of Michigan that covers substantially all employees of |
the District. The system provides retirement, survivor and disability benefits to plan members and their
beneficiaries, The Michigan Public School Employees™ Retirement System issues a publicly available
financial repent that includes financial statements and required supplementary information for the system.

‘Fhat report may be obtained by writing to the system at 7150 Harris Drive, P.O. Box 30673, Lansing, MI
48909-8103.

Fuodirg Policy — Employer contributions to the system result from the implementing clfects of the
School Finance Reform Act. Under these procedures, each school distriet is required to contribute the

full actwarial [unding contribution amount to fund pension benefits, plus an additional amount to fund
retiree health cate benefil amounts on a cash disbursetnent hasis,
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NORTH DICKINSON COUNTY SCHOOL DISTRICT

NOTES TO FINANCTAL STATEMENTS
TFor the Year Ended June 30, 2008
{Continued)

NOTE § - EMPLOYEE RUTIREMENT SYSTEM - DEFINED BENEFIT PLAN (Continued)

The pension benelil rate totals 17.74 percent [or the period July 1, 2007 throueh September 30, 2007 and
16.72 percent For Getober 1, 2007 through June 30, 2008 of the covered payroll to the plan, Basic plan
members make ne contributions, but Member Investment Plan members contribate al rates ranging from
3 pereent to 4.3 percent of gross wages. The District™s contributions to the MPSERS plan {or the vears
ended June 30, 2008, 2007, and 2006 were $23%.247, 52539913, and 52680440,

PFost Employment Benelits Under the MPSERS Act, all retinces participating in the MPSERS Pension
Plan have the option of continuing health, dental and vision coverage. Retitees having these coveragus
confribute an amount equivalent 1o the monthly cost of Part 1} Medicare and 10 percent of the monthly
preminom amaunt for the health, dental and vision coverages.  Required contmibulions fur post

employment health care henefits are included as part of the Districl’s total contribution to the MPSERS
plan discussed above.

NOTE 9 - RISK MANAGEMENT

The District is caposed (0 various nisk of loss related to torts: thefl of, damage to, and destruction of
assels; errors and omissions; injuries to ermprlovees: and natural disasters. The District participaled in two
distinct pools of educational institutions within the State of Michigan for seli=insuring propey and
casually and workers” disability comnpensation. The pools are considered public entity risk paols. The
District pays annual premiums to each poal for the respectlive insurance coverage. In the event a pool's
tolal clatms and expenses for a policy yvear excead the total normal anoual premiutns for said year, all
tnembers of the specific pool's palicy year may be subject to special assessment to make up the
deficiency. Each of the pools maintain reinsurance {or claims in excess ol $500,000 for each ocouttence
with the overall maximum coverage being untimited. The District has not been inlenmed of any special

assessments being required. Settled claims have not exceeded this commercial coverage in any of the past
three fiscal vears.

The District condinues to carry commersial insuranee e other cisks ol loss, including employes health
and accident insurance,

NOTE 10 - USE OF ESTIMATES

The peeparation of financial statemens i confanmity with accounting pringiples generally accepted inthe
United States of Ameriga tequires management to make estimates and assiwimions that affect the
reported amounts of assets and labilitics and disclosure of contingent assets and labilitics al the date of

the financial statements and the reported amounts of revenuss and expenses during the reporiing period,
Actual results could differ from those estimates,
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NORTH DICKINSON COUNTY SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2008
(Contmued)

NOTE 11 - SIGNIFICANT ESTIMATES

Included in footnote 8 is a summary of the employce retirement plan provisions and actuarial
assumptions. The actuarial assumptions are very critical to the computation of actuarial determined
lizbilities of the plan. If the assumptions ditfer from actual results annual contributions to the defined
benefit plan can substantially change,

NOTE 12 - SINKING FUND COMPLIANCE

The Capital Projects Fund includes activities funded with sinking fund tax dollars issued after May 1,

1994, For this capital project, the District has complied with the applicable provisions of §1351a ol the
Revised School Code.

NOTE 13 - NOTES PAYABLE

State aid anticipation note due to the First National Bank of Crystal Falls in the amount of $250,000, The

note is secured by State Aid payments and is subjcel (o an interest rate of 2.98% and matures May 14,
2009,

During the year ended June 30, 2008, the following chanyges occurred in notes payable:

Balance Ralance
July 1, 2007 Additions Repavments  June 390, 200%
State Aad
Anticipation Note SZ250,000 3325.000 F(250,0000 $225.000

NOTE 14 - COMPENSATED ABSENCES

Al Junie 30, 2008 accuraulated non-vesied sick time amounted 10 $327, 101, Non-vested, unused sick time
does not vest and so is not included in the general long-term debt account group.
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NORTH DICKINSON COUNTY SCHOOL DISTRICT

l SCHEDULE OF REVENUES, EXPENDITURES, ARD
CHANGES IN FUND BALANCES - BUDGET ANID ACTUAL -
GENERAL FUND

Far the Year Ended June 34, 2008

Actual
{Budpetary
Budpeted Amounts LEasis)
Ciriginal Final (vole 13
REVLEMNLILE:
Local suurces £ 1,290,290 £ 1233077 $ 1.252.091
SLalis Korees 1,566,125 L1578 | 48,94
Federal sources 122,437 | 27,607 127,607
TOTAL REVEMLUES 2978852 1016e 412 028,639
EXPENDITURLS:
Instruction b665,425 1,691,171 1687751
Supportng services 1,212 57% 1,223 844 1.218,0405
TOTAL EXPENINTURES 2877953 20905014 2905750
CXCESS (DEFICIENCY)
OF REVENLUES OVER EXPENDITURES 0D, 599 101,397 122903
CTTER FINANCING
SOURCES (USESY
Cher sources 2,904 7581 7,581
Pavments received from other
povernental uniils 32,6000 42,344 42 348
[ther uses (39827 (39823} (47,746
Puyments Lo ather
governmental units (hEGHLY £7.924) {EL.R9%)
Transfers oul [BLUIRY#LEY CLL3.330) (104,332
TOTAL OTHER FINANCING
SOURCES (LUSES) {L0%.223) (LLE, 148} (114,04 13
EXCFESS OF REVENUES AND OTHER
FINAMCIMNG SOURCES OVER
EXPENDITURES AND OTHER
FINANCING 115ES {73243 (9.731) 1,862
FUNLD BALANCE, JULY ] a7.090 7,090 G700
FUND BALAWCE, JUNE 30 ] 50.T6H £ 57,3369 5 75,652

1

16

The accompanying notes to the financial stateiments are an inlegral part of this statement.
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NORTH DICKINSON COUNTY SCHOOL DISTRICT

COMBINING BALANCE SHELET

NONMAJOR GOVERNMENTAL FUNDS

June 3, 2008

Total Motinajor

Food Govirnmenta
Sarvice Athletics Funds
ASRLETS:
Cash and equivalents Y - b 3.BES 5 3,885
Inventory 4,85 - 4083
TOTAL ASSETS b 1085 i 3.845 L 7970
LIABILITIES:
Dhag 1o other fnds 5 2,455 = - ¥ 24335
TiTAL LIABILITIES 2453 - 2455
FLINIY BALANCE AN
OTHER CREDETS:
Fund halances;
Unreserved-Lindesignated 1,630 3883 5,515
TOTAL FUNL BALANCLE AND
CFIHER CREDITS L300 3,885 5,315
TOTAL LIABILITIES, FUND
BALANCE AN O THER ;3 4,085 b 3,585 3 7,970

The accompanyiug notes W the Iinancial stalements are an integral part of this statciment.
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NORTH DICKINSON COUNTY SCHOOL HSTRICT

COMBINING STATEMENT OF REVENUES, EXPENIHTURES AND
CHANGES IN FUND BALANCE

NONMAJOR COVERNMLENTAL FUNDS

For the Year Ended June 30, 2008

KEVEMNLIES:
Local sources
sl 50Urces
Fedoral sources

TOTAL REVENLIES

EXPENDITURES:
Schoal service

TOTAL EXPLENDITURLS

EXCERS (DEFICIEMNCY Y
QF REVENUER OVER EXPENINTLURES

OTHER FINAMNCING
SCURCES {UUSES),
Tramsfers in
Transfers aut

TOTAL OTHLE FINANCING
SOURCLS {LFSES)

EXCERS QF RUVLENUES ANIYOTEHLER
FINANCING SOURCESR OVER
EXTPEMINTURES AMD OTHER
FINANCING LISREY

FUND BALANCE, 1LY 1

FUMD BALANCE, JUNE 30

Tota] Mamnemajor

Foaod Cioveninental
Servios Athleries Funds

5 M43 £ 30,054 b 05,369
5798 - 37N
79,327 - TRE2T
139,518 30956 [RE{ AT
i75,532 LL7 G 293,194
173,532 117,664 293 194
(159094 {86, TOR) (102,702)
17,624 fie, TOR 104,332
17,624 36,708 [(1,332
1,530 - 1,630

- 1 BES 3,885

L 1530 £ 3,885 b 5515

The accompanying notes to the financial statements are an inteeral part of this statement.
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED 1N ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

Board of Education
Worth Dickinson County Schaol DHsiriel
Felch, Michigan

We have audited the financial statements af MNorth Dickinson County School District as of and for the year
ended June 30, 2008, and have issued our report thercon dated October 22, 2008, We conducled our audit in
accordance with auditing standards generally accepted in e United States of America and the standards

applicatle to financial audits contamed in Government Auditing Standards, issucd by the Comptroller General
af the Umited States,

Internal Contenl Over Financial Reporting

In planning and pecfornung eur audhit, we considered North Dickinson County School District’s internal
contrel over {tnancial reporting as a basis for designing qur auditing provedures for the pumpose of expressing
ot oppindan o the Tmancial statements, b aot for the purpose of expressing an opinion on the eMectiveness
of Morth Dickinson County Schioel Districts internal contral over financial reporting, Accordingly., we do
not express an opiruon on the offectiveness of Narth Dickinsen County School District’s intemal contrel over
finameial reporting.

A contral deliciency exists when the design or operstion of a contral does not allow managoment or
employees, in the nenmal cowrse ol perionmmg their assigned functions, o provent or detect inisslatements on
a timely hasis. A significant defciency is a controf deficiency, or combination of control deficiencies. that
adversely affects the entily™s abilily 1o initaate, authoriae, recard, process, or report financial data reliably in
aceardance with generally aceepied accouming principles sueh thal there is mere than a remote likelihoad that
a misstatement of the entily s linancial statements that is moee than ineansequential will nat be prevented or
detected by the entity’s internal control. We consider the dencicneies deseribed inthe accompanying
Schedule of Findings and Responses as ilem 2008-1, 2008-2, 2008-3, 2008-4 and 2008-3 to be significant
deticiencies in internal comtral aver financial reporting.

A material weakness is a significant deficicney. or combinatian of signifcant deficicncics, thal results in more
than a remote likelihood that a malerial misslatement of the Ninancial statements will nol be provented or
deteeted by he entity’s inlernal control.

Our consideration of internal control over financial reporting was for the limited purpose described mthe first
pavepraph of this seetion md would not necessarily identify all defictencies in internal contral that might be

sipnificant deficiencies or material weakness. We did not identily any deficiencics in imermal control over

firancial reparting thal we consider W be a material weakness, as delined above.

Compliance and Cther Matters

As part of obtaining reasonable assurance aboul whether the North Dickinson County School District’s
financial statements are free of material misstatement, we perfurmed tests of its compliance with certain
provisions of laws, repulations, contracts and grams, nonemnpliance with which could have a direct and
material effect on the determination of financial statement amounts.  However, praviding an opinion on
compliance with those provisions was not an objective of our audit and, accordinzly, we do not express such

an opinion. The resulls of our tests disclosed no instances oi moncompliange thal are regquired to be reponed
under Cevernment Auditing Stardards.
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORYIED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS
(Continued)

This report is intended salely for the information of the audil committee, management and Federal awarding

agencivs and pass-through entities and is not inlended to be and should not be used by anyvone olher than those
specificd parlics,

LoterysBetmssns . 0

ANDERSON, TACKMAN & COMPANY, FLC
Certified Public Accountants
Iron Mouniain, Michigan

Cciober 22, 2008
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NORTH DICKINSON COUNTY SCHOOL DISTRICT

SCHEPULE OF FINDINGS AND RESPONSES
For the Yesr Ended June 30, 2008

FINIMMNES — FINANCIAL STATEMENT ALUDIT

SIGNIFICANT DEFICTENCLUES

Finding 2008-1

Reportable Condition:
Dharing the audit an ¢rror in accounts payable and capital assets were detected and adjusted due
to additional payables and equipment donations not being, prapetly reeorded.

Criterin:
The Michigan Departiend of Treaswry and BEducation requires the District to have effective
internal cantrols and accountability must be maintained for all fiinds. To ensure effeeliveness ol
imfernal contral, adeguate procedures should exist among those who perform accounting
procedures and internal control activities over the Tinancial recards of the Distriet.  Internal
control procedures should be such that there is o reduced risk of error and ervor and
tnisstaterments would be prevented or detected Limely.

Conditing:
The Districl did not have adequate procedures over the recording of accounts payable and
donated cquipment at June 30, 2008,

Orestioned Cnsis:
None

Lfect:
With adequate and effective internal control palicies and procedures, there is a reduced sk of
errors that could materially affee the financial statements,

Cause:
Lack of policies and procedures over accounts pavable and donated eguipment.

Hecow miendat fon:
The District should adopt policies and procedures that would requin management 1o review all
donated equipment as well as subsequent disbursenents in detail for proper accounting and
aceounting for the items in the correct accounting period.

Mencrentend 's Respone:
The Bistrict will review ils policies and prrocedures relative W aceounts pavable and modify the
pelicies and procedures as needed. The District will see to it that all bills received in subsuguent
maonths will be reviewsed in derail by the business manager and superintendent Tor the propar
recording ol each invoice.
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NORTH IMCKINSON COUNTY SCHOOL DISTRICT

SCHEDULYE OF FINDINGS AND RESPONSES
| For the Year Ended June 30, 2008

FINDINGS — FINANCIAL STATEMENT AUDT - eontinoed

SIGNIFICANT DEFICIENCIES
Finding 2008-2

Reportahle Condition:
During the audit it was noted that the District has several interfund transfers as deposits

transit recordad af June 30, 2008, yvet did not physically make the transtors for 0-90 days afler
the year-gml

Criteria
The Michizan Department of Treasury and Dducation requires the THstviel 1o have elfective
internal contrels and accoumtability must be maintained or all funds, Accountabilily includes
the timaly reimbursement of interfund balances. To ensure effectiveness of infernal control,
adeguate progedurcs should exist among those who perlorm accounting procedures and internal
control activities over the financial records of the District. Internal control procedures should be

such Wit there is g reduced risk of error and error and misstatements would be prevented or
detected timely,

The Dnstrict did nat have adequate procedures over the accounting of interfund transfers at Tunc
30, 2003,

flestioned Coxes:
Mo

fffect,
With adequate and effective internal control policies and procedures, there is 2 reduced risk of
errors that eould materially affect the Anancial statements,

Canse:

Lack of pulicies and procedures over translers of imerlfund balances and rveview of bank
reconciliations.

Reconmnendatinn:
The District should adoptl policies and procedures that would require management to revicw
bank reconciliations and monitor interfund trans{ars for timeliness.

Monarement s Rasponse:
The District will implement procedurcs that will require inderfund balances 1o be tramstferred
within 30 days after each month,  The procedures will also require the superintcident 1o
reutinely monitor the imerfund wvansfers as deemed necessary.
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NORTH DICKINSON COUNTY SCHOOL DISTRICT

SCHEDRULE OF FINIHNGE AND RESPONSES
For the Year Ended June 30, 2003

FINDINGS — FINANCIAL STATEMENT AUDIT - continued

SIGNIFICANT DEMCIENCIES

Finding 20{8-3
Repnrtable Covdition:
The District does not have any formal revicw procedures of journal entries for financial
reporting, There is a lack of segregation of dutics relative o preparation and postinge of journal
vnlries,

Criteriy:
The bichigan Depariment of Treasury and BEdueation regquites the Distriet (o have effective
internal contrels and accountability must be maintained for all lunds. To ensure effectiveness af
intemal control, adeguate procedures should exist among those who perform accounting
procedures and inlernal control activities aver the financial records of the District.  Internal
contrgl procedures should be such that there is o redueed nisk of ervor and error and
misslalements would be prevenled or detectad timely.

Condiifon:
Thie Thistriet did not have any review proceduces for the posting of journal entries.

Cheextiomed (Casis:
MNone

Efiect:
With adeguate and ¢ffective miemal control policics and procedures, the risk of errary or
misstatatnents would be prevemted or Limely delecled.

Clamze:
Lack of segregation of duties and/or compensaling contrals gver jowmal entries.

Recennmendeiion:

The Pistrict should adegp pelicies and procedures that would require all non-standard journal
cntries 1o be reviewed and approved by someane independent of the business manager,

Munagement's Response:
The District will implemcent a polivy that would reguire all journal cotries in excess of an
established threshold, to be deteomined by the superintendent, to be reviewed and authorized,
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NORTH DICKINSON COUNTY SCHOOL IHSTRICT

RECHEDULE OF FINTMNGS AND RESPONSES
For the Yoear BEnded June 30, 2008

FINDINGS —FINANCIAL STATEMENT AUDST - continwed

SIGNIFICANT DEFICIENCIES

Finding 2008-4

Heporrable Condition;

The istrict did not have any fortmal documentation of implemented internal control policies
and procedures,

Criterice
The Michigan Departtnent of Treasury and Education requires the District 1o have effective
internal contrels and accountability must be maintained forall funds, Teo ensure effectiveness of
internal control, adequate procedures should exist mmong those who perform accounting
procedures and internal control activities over the Mnatcial records of the Districl. Internal
control procedurcs should be such that there is a reduced risk of error and crror and
misstatements would be prevented or detected timely.

Crmefition:
The District did not have s internal contral policies and procedures documented,

Crhuestionad Cnsids,
Nome

Effect:
With adequate design and documentation of intemal contrel poticy and pracedurcs, there is a
reduged risk of error or other intentinnal activities that could have 2 materisl affect on the
financial statements.

Clrabtse:
Mo tlocumentation of the District's inlernal eontrol policies and procedures,

Recennnrendalicm:

The District sheould review and document all of s internal conia] polices and procedures along
with any compensating controls due 1o the size of the District.

Manggement s Responasg:
The Lristrict agrees and will formally document its imertial ¢oniral policies and pracedures as
recommended.
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SORTH DMCKINSON COUNTY SCHOOQL DISTRICT

SCHEDULE OF FINDINGS AND RESPONSES
For the Year Ended June 30, 2008

FINDINGS — FINANCIAL STATEMENT AUDIT - continued

SIGNIFMCANT DEFICIENCLES

Finding 2008-5

Reporiable Condition:

[was noted during the audit that dug to the size of the District. the Thistrict disd not have adequatke
segregation of duties,

Criteria:
The KMichigan Department of Treasury and Education reguires the THsiricl (e have effective
mternal contrels and aceountability musthe maintained lor all funds. To ensure cffectiveness of
internal contrel, adequate procedures should exist among those who perform accounting
procedures and internal control activities over the financial records of the District, Internal
control procedures should be sech that there is a reduced 1isk of error and error and
misstatcments would be prevemed or detected timely.

Cenefition:
Although the District did not have proper segregation of dutics. we noted that mitigating ar
compensating controls were not designed 1o reduce the tisk of errors or irregularities,

Chgestinned Costs:
Maone

Effect:
The existence of adeguate segregation ol duties would reduce the risk of errors and irregnlarities
that could altact the 1inancial statements or custody of assets.

Cange:
The size of the TYstrict was the reason G the Jack of sepregation of duties.

Reconmmendativin:
The: Distriet”s management along with its Beard should design a system af intemal controls that

would conlain mitigating controls that would atteimgt to address the lack of segregation af
dutics.

Menugrentend 's Resposve;
The L¥istrict feels that the actions that will be taken by the District relative to Mlindings 2008-1
through 2008-4 will address most issues. As arcsult ol the actions the Tisteict will take relative
to Minding 2008-4, procedures will be reviewed and moditicd 10 ereate segrepation of duties in
arcas the Thisirict feels is of maost impoertanee,
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